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Benevolent Organizations and Their 
Accountability to Their Supporters *
* Address delivered at a meeting of the New York State Society of Certified Public Accountants.
By Charles E. Mather
The public duty to look after those in need is becoming more 
and more widely recognized, whether the need be for food or 
shelter, protection from floods, education (religious or secular), 
hospital attention or support in decrepitude due to old age or in 
disability due to accident or disease. There are also innumerable 
objects some of us should like to see accomplished, and organiza­
tions aiming to do so by cooperation appeal to us for help.
There is necessarily, and probably always will be, a large margin 
between the public provision and actual need, which must be met, 
if met at all, by private benevolence. As we advance in stand­
ards, needs are recognized which were not thought to exist before, 
and kind-hearted people are coming forward to meet this or that 
newly recognized need. At first they may gather a few friends of 
the same way of thinking and start a good piece of philanthropic 
work. Then they realize the field is much wider than they ex­
pected ; their own means, however large, have limits, so they seek 
to interest a larger public in the enterprise. But how to do it? 
Their time is more limited than their means. They themselves 
experience a need; the need of someone who knows how. This is 
the chance for the expert, and he has not been slow to see the 
chance. And here, as in every sphere, the need seems to create 
the supply, and then the supply outgrows the need and creates 
more need. The door is open wide for the professional money­
raiser.
Without implying anything improper in the conduct of appeals, 
drives, campaigns and the like, this is at least certain, that we are 
all deluged with requests either to buy goods we do not want, or to 
contribute to some worthy object, and the latter appeal is often 
couched in such touching terms that we feel guilty of neglect of 
duty if we refuse.
These campaigns involve enormous expense. If it is to push 
the sale of goods, we don’t worry; we need not buy if they are not 
worth the price. But if it is an appeal for a benevolent object, 
especially one in which we are already interested, we wonder how 
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much of our money went or will go to the real work we desire to 
help, and how much for printing, postage, office force, or campaign 
manager’s honorarium or commission. This we feel entitled to 
know.
In brief, just as we are entitled to value for our money in ordi­
nary trade, so in case of voluntary contributions we are entitled 
at least to knowledge of the following:
1. That a report, however concise, is submitted to all contribu­
tors at least annually.
2. That there is some independent, disinterested inspection, 
control or audit made regularly, at least annually.
3. That the management is in the hands of experienced, 
judicious and responsible persons and that the officers and 
committee actually exercise proper oversight.
4. That no undue proportion of the total funds is spent on the 
cost of making appeals, collecting money, office manage­
ment and other overhead charges.
5. That the money we contribute actually reaches the coffers 
of the organization and is devoted to its legitimate 
purposes.
Taking these in order, we may imagine that the first item, the 
report, if competently prepared, should satisfactorily cover all the 
other points. With the exception of the last, it may very well do 
so. To this end, it should summarize the work done, and give 
a statement of income and expenditure, over a certificate of a 
reputable public accountant or firm of accountants, which covers 
the second point. This cash statement should show how much 
has been spent and how it has been spent. There should also be 
a list of directors and managers, among whom contributors will 
look for the name of either a personal acquaintance or at least a 
person of some standing or wide repute in the business world or 
some sphere of public activity. In a measure this deals with the 
third point. The fourth question, as to amount of overhead, 
should be answered by the cash statement: but in practice it will 
be very difficult to determine what is overhead. Frequently, the 
analysis is not designed to show this, and the impression given 
may be too favorable or too unfavorable to the organization. 
Salaries, for instance, may be either for services devoted to the 
accomplishment of the object, or for the services, equally neces­
sary, of organizing and managing and office routine. Even if 
these salaries and all other expenses are properly classified, and 
indication is given as to whether they represent benevolence or 
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management, most contributors will be poor judges as to the 
reasonableness of the ratio between the two. These questions as 
to what is reasonable cost of management can often be settled by 
applying to one or another of several organizations that exist 
especially to collect and make available information concerning 
management and operation of institutions or causes soliciting 
support from the public. It can not be expected that published 
accounts will disclose very much detail on this point.
With regard to keeping down the overhead expense of collection 
and at the same time giving confidence, a paragraph like this at 
the foot of each appeal might be effective:
“ It is requested that all contributions be made by cheque payable to the 
organization (giving name). The endorsed cheque will then serve as a 
receipt and no further acknowledgment will be given unless requested. 
The thanks of the management are hereby expressed.”
We are perhaps disposed to be rather unreasonable in our 
criticism of the amount of overhead in an organization for benevo­
lent purposes. We are aware of the heavy overhead charges in 
manufacturing and especially in merchandising under present-day 
conditions, and we can hardly expect that benevolent work can be 
carried on for nothing. The result of a recent appeal on a large 
scale was brought to my notice in the form of a souvenir booklet 
issued by the firm that engineered the campaign. It was claimed 
as a great achievement that a sum exceeding $20,000,000 had 
been raised at a cost of less than 2½ per cent of the money raised. 
This seemed a very reasonable percentage; but even a superficial 
scrutiny showed that 2½ per cent amounted to $500,000; that if 
the cost were equally pro-rated over every gift, even at 2½ per 
cent., some gifts must have cost $25,000 each to collect; or that, 
spread over the total number of donors, each gift cost, on an 
average, nearly $25. Looked at in that way, the cost seems 
extremely high; but in this particular instance all criticism was 
disarmed by a statement that the entire costs of the campaign 
were privately defrayed by one or more individuals.
In fact, if the organizers or directors making any appeal are 
themselves deeply interested, they may be willing even to con­
tribute enough to cover all overhead expenses or all but a limited 
proportion, and thereby satisfy the public that its money is en­
tirely devoted to the direct purposes of the benevolence.
But, assuming everything to be satisfactory so far, the last point 
and the main point of these remarks is not covered. How do we 
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know that our individual gifts were actually devoted to and 
formed part of the cash income for which the statement accounts? 
“Why, of course it did,” thinks one, “I handed it myself to my 
friend John Doe.” Or “I paid it by cheque, made out, as re­
quested, to the treasurer, Richard Roe”, who is a man above 
suspicion. “Well,” replies another, “the accounts are audited, 
are they not? What’s the use of an audit if it does not see that 
my subscription was received?” Or again “I hold a printed 
receipt, signed by the treasurer, or, on further inspection, I see it 
is by someone signing for the treasurer—no doubt that is what 
these initials mean; it must be his secretary; at least he is responsi­
ble; it is all right, I am sure.”
Many things of which we are sure are simply not so. This may 
very well be one of them. But in defense of the auditor let it be 
fully recognized, as philosophers of old maintained, that it is im­
possible to prove a negative. Modern optimists say the difference 
between the difficult and the impossible is that the latter takes 
longer. It is so much longer in the matter under discussion that 
we may say it is so difficult as to be impracticable. What does 
the auditor certify? Sometimes we do not know: we are merely 
informed on the authority of the management that “the accounts 
have been audited by----- .” But if the certificate is printed we
find that the auditor either goes into some detail and says exactly 
what he has done, or merely says “audited and found correct” or 
“compared with the books and vouchers and found to be in agree­
ment therewith ” or, in some instances, a more lengthy statement, 
indicating considerable time, thought and trouble—often, let it 
be remembered, for no fee; almost always for inadequate com­
pensation. Very rarely is there any reference to subscribers or 
contributors or members, or whatever the friends are called who 
send in money. A schedule of thirteen certificates taken at 
random (page 426) shows a great variety in method of stating 
results and scope of work done.
While recognizing and admitting the value of an audit in all 
cases, it is a fact perhaps not fully appreciated by accountants 
that the contributing public often places an exaggerated value on 
the protection afforded by such an audit. It is of very little con­
sequence to the contributor how the certificate reads, so long as 
the signatory is a reputable accountant or firm whose name is 
well known. I recall a case in my own experience many years ago 
where an organization was carried on to afford an outlet for art 
422
Benevolent Organizations
work done by women of good families but very limited means. 
Articles made by them were turned in to headquarters where they 
were sold on a small commission. This commission did not 
nearly cover the overhead, the balance being made up by volun­
tary contributions. The accounts, but only the accounts, were 
audited annually either gratuitously or for a merely nominal fee. 
After a number of years members were complaining that they had 
not been paid for their goods and investigation disclosed that the 
goods which were not paid for were missing and had either been 
stolen or sold and the proceeds misappropriated. Were the 
auditors responsible for this? Obviously the audit did not in­
clude and could not have included the entire check of the in­
ventory of goods on the shelves in order to see that everything had 
been paid for unless still on hand. And yet the auditors were 
regarded as morally delinquent by the management committee 
which ultimately made good the deficiency. This serves to show 
that the auditor when he certifies is popularly believed to certify 
the correctness of everything.
But suppose the most modern system is adopted, and the 
auditor examines and checks all the stubs or carbons of receipts, 
goes carefully through the card systems and follow-up system— 
what does he finally accomplish? He has found support for each 
and every item appearing in the books, and seen that all they 
represent went into the bank. Good! But he still has not 
proved the negative. He has not proved that there are not some 
contributions, including your own, which have been omitted en­
tirely from the bank, the cashbooks, the stub books, carbons, 
cards and the whole system.
The only way for you to prove that your subscription is ac­
counted for is (a) to see to it yourself that it is entered in the cash 
account or (b) to see that your representative, the auditor, has 
seen it and that it appears in a detailed list, which is referred to 
specifically in the audit certificate as including all contributions 
accounted for by the treasurer. The first is impracticable; the 
second is rarely done, and is only practicable when the full list is 
printed and published in the annual report. Even then it is not 
always made clear by the auditor—indeed it is very rarely evident 
—that he has satisfied himself that the total of the list is ac­
counted for in the cash statement.
A recent report of a most worthy cause of wide appeal, with 
irreproachable management, audited by a firm of accountants of 
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the highest standing, contained a list of contributions which 
differed by several thousands of dollars from the amount in the 
cash statement. The explanation, clear when the dates were com­
pared, was that the list was made up to one date and the treas­
urer’s statement to another.
Printing and circulating a full list, unless it is linked up by the 
auditor with the statement of accounts, fails of its purpose. Fur­
thermore, it is open to the two objections of (a) expense and (b) 
undesirable publicity. In a large organization the expense is not 
a heavy item in proportion to the whole annual expenditure and in 
many cases is entirely desirable. The publicity is objected to on 
the grounds that it exposes the donor to attack in new campaigns. 
If so, he can hide behind a code name. But that is futile. He is 
already on every mailing list, so the objection is groundless.
It may possibly be objected, in criticism of these remarks, (1) 
that there is very little dishonesty among the employees of such 
organizations and (2) that any remedy which might be suggested 
is futile. To these objections can be offered the analogy of the 
cash register, the use of which is now almost universal. If hon­
esty were absolutely universal the cash register would supply no 
want. It is to avoid the temptation to dishonesty that a cash 
register is used in almost all retail businesses. The amount of a 
purchase once rung up on the cash register enters into the machine 
record of the day’s total, and it is then possible for the proprietor 
or his trusted representative to see that the total amount of 
purchases is duly deposited.
The value of the cash register as a check on the sales force 
lies in the opportunity given the purchaser to check for himself 
the amount recorded. How many times does he do this? No 
one knows—perhaps once in a hundred times, but, however 
frequent or infrequent it is, nevertheless it is believed to act as a 
deterrent and the salesman never knows who is going to look and 
who might report a failure to ring up the full amount. There is 
no justification for assuming a higher degree of honesty among 
those working for voluntary organizations than among those en­
gaged in retail business. As to the sum involved, The Journal 
of Accountancy in a recent article described the accounting 
system of one single organization that had handled over 
$80,000,000. A weekly magazine recently stated that the annual 
sum voluntarily given to benevolent objects has exceeded two 
billion dollars, and is growing.
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Application of this analogy points to the remedy in case of 
voluntary contributions. It is that a complete alphabetical list 
of all contributions received within the fiscal year be submitted to 
the auditor to be signed by him for identification after he has 
verified the total and compared it with the total contributions 
accounted for in the report, such list to be filed by the auditor 
with some independent public body, such as the chamber of com­
merce, the office of the community chest, a bureau of advice and 
information, or whatever may be suitable in the locality; and that 
the list be open for inspection by any contributor or his repre­
sentative at proper times and within proper limits. A dupli­
cate, also signed, should be on file in the office of the organi­
zation.
The foregoing does not imply that there is any widespread dis­
honesty among those handling charitable funds, nor that the 
overhead is needlessly heavy. The management expense in 
many cases is heavy enough to afford comfort to the conscience 
of the selfish and self-centered man of wealth who gives little or 
nothing and excuses himself on the ground that money so given is 
largely wasted. And if any dishonesty exists at all—as we know 
it does in business conducted for profit, where the owners can well 
afford, in their own interests, to take every precaution—there 
is justification for the simple and inexpensive precaution outlined 
above. It is more than justified; it is an imperative obligation to 
the contributing public.
This is not the place to give interesting details of how fraud and 
embezzlement may easily be perpetrated. It is sufficient to say 
that it is easy, to one who knows how, when so many loopholes 
exist and when it is nobody’s business to check up on the small 
and multitudinous items of which voluntary income consists.
It is an old proverb that opportunity makes the thief. It is 
therefore the duty of the contributing public to see that no need­
less opportunity is given. The following simple precautions may 
be observed by any contributor:
1. Never give cash—always pay by cheque.
2. Never make your cheque payable to the treasurer or to any 
individual, but always to the organization.
3. Always examine the endorsement on your cheque, as the 
official receipt guarantees nothing.
4. Look for your name in the annual report and see that an 
auditor’s certificate connects the list with the cash 
statement.
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5. If no list is printed, ascertain that one exists and that it is 
readily available for your inspection should you desire to 
see it, and then inspect it occasionally.
The suggestion as to cheques is made quite irrespective of the 
reputation and standing of the many honorable gentlemen (and 
ladies) acting as treasurers; not only do they seldom handle the 
cash remittances themselves, but even with the best intentions 
mistakes occur. Frequently a prominent citizen is treasurer for 
many organizations, and gifts have been known to go to a cause 
for which they were never intended, because they were payable to 
the treasurer and not to the selected organization.
After collection and analysis of a considerable number of certifi­
cates by individuals and by firms of high standing both in this 
country and in England, only a few of them have been found to 
contain any reference to the point here emphasized. If the point 
has been covered in the other cases, at least it has not been men­
tioned in the certificate. Following is a list of actual certificates 
of statements of benevolent organizations:
1. “Audited by . . .”
2. “Audited and found correct.”
3. “The foregoing figures are extracts from the certified report of . . . ”
4. “This is to certify that we have examined the accounts of . . . and find 
them to be correct in every respect.”
5. “Pursuant to your request we have audited the books and vouchers of 
the . . . for the calendar year . . ., have verified the cash, and
“We hereby certify that the accompanying statements showing the 
Income and Expenses for the year as at December 31, . . . , are cor­
rect, and are in agreement with the books.”
6. “We have audited the books, vouchers and other records of . . . for the 
year . . . , have verified the cash, bonds, stocks, and mortgages 
owned; and
“We hereby certify that the accompanying statements showing . . . 
and the income and expenses for . . . are correct and that the books 
are in agreement therewith.”
7. “ We have audited the accounts of . . . as at . . . and we certify that, 
in our opinion, the above statement of assets and liabilities sets forth 
correctly the financial position at that date.
“We further certify that the accompanying statement of cash receipts, 
aggregating $ . . . , and disbursements, aggregating $ . . . , correctly 
summarizes the cash transactions applicable to the . . . for ...” 
8. “We have audited the accounts of . . . and we hereby certify that the 
foregoing condensed statement of cash receipts and disbursements 
correctly summarizes the recorded cash transactions for ...”
9. “We have audited and examined the books and the accounts of the 
Scottish branch of the British . . . Relief Fund, and beg to 
report that the same are sufficiently vouched and instructed and that 
we have received all information and explanations which we have 
required. We certify that the foregoing account is a correct abstract 
of the transactions with the funds as recorded in the books.”
10. “We have audited the books and accounts of . . . for the year ended 
. . . and certify that table 1 on pages 46 and 47 correctly sets forth 
the income and expenditures of the hospital and that table 2 on page
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48 accurately states the financial condition of the corporation at the 
close of business December 31, 1927.”
11. “We have examined the accounts of . . . for . . .; all receipts as shown 
by the cashbook and by duplicate copies of consecutively numbered 
receipts to contributors were traced to the bank, and disbursements 
were verified by examination of approved vouchers and paid cheques.
“We hereby certify that, in our opinion, the above summary of income 
and expenses sets forth correctly the results of operation for the 
year.”
12. “Auditor’s statement regarding the list of contributions, 1927.
“A complete list of contributions, received during the year 1927, has been 
compiled as usual. This list we have examined with the books and 
vouchers of the mission, and found correct.” (Signature)
“The list referred to above is open to the inspection of the subscribers at 
the offices of the mission.” (Signed) Superintendent.
13. “We have examined the books and accounts of ... ; also the separate 
records of the funds for the year ended.. . . We have compared the 
record of the cash receipts with the list as published for the year, and 
have also examined vouchers and canceled cheques evidencing all 
disbursements, and
“We hereby certify, that the foregoing statements of receipts and dis­
bursements are in accordance with the records which, in our opinion, 
fully and correctly set forth the financial operations of . . . 
for . . .”
As a basis for consideration the middle paragraph in the follow­
ing model certificate may serve with a view to its embodiment, or 
words to the same effect, in all certificates where voluntary con­
tributions are involved:
I have audited the books and accounts of AB, the treasurer of the CD 
society, and compared the foregoing statements therewith.
I have personally filed with the B of C the treasurer’s list of contribu­
tions received between May 1, 1928, and April 30, 1929, and verified the 
total to be $.............. , as accounted for in the foregoing statements.
All disbursements have been made on proper authority of the finance 
committee and are supported by vouchers on file.
If a balance-sheet or statement of assets and liabilities is pub­
lished reference in the certificate will naturally cover this also in 
appropriate terms.
The lack of uniformity and the inadequacy of many certificates 
shows that this subject has received less attention from account­
ants than it deserves, possibly because it affords little or no op­
portunity for profit. But the accounting profession can prosper 
only in so far as it serves the community. And here is an ex­
cellent field for service.
Let it be clearly understood in this discussion that no criticism 
is intended of the manner in which accounts have been and are 
kept, nor of the excellent work done by public accountants who 
have audited them. Their work has been limited by the cir- 
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cumstances as they exist. It has been done mostly gratuitously, 
or at nominal cost. There has been no public sentiment or con­
ception of what was required, except the desirability of attaching 
a name of honor and good repute to the accounts.
But out of these very circumstances can we not create a senti­
ment, a conscience, a standard which should be maintained as a 
minimum? Should we not be willing, each of us, to take his share 
of gratuitous or non-profit work along with the rest? If so, then 
as part of the consideration we can demand that certain things be 
done in our way. We can insist on the preparation of the list of 
voluntary contributions, the total of which we can verify and 
check with the summary of cash received: we can see this list is 
made available to anyone who, by having contributed, has a right 
to see it.
And here let a word be said for the natural business year. 
Those of us who are willing to accept some of this burden can not 
be expected to do so in the rush of the busy season. There is no 
need for us to do so. We can serve the organization and our­
selves as well by stipulating that, if we do the work, it be at a time 
convenient to us, and it will be found also to be the best time for 
the officers of the organization. The rational year-end for most 
benevolent institutions is probably April 30th, when the winter is 
well over, and for those carrying on a summer work perhaps 
October 31st.
Whatever institution or bureau may be found to act as de­
positary for annual reports and lists may well keep also a list of 
accountants willing and public-spirited enough to undertake work 
on the terms and conditions indicated.
In conclusion, the chief points on which the influence of ac­
countants can be brought to bear are:
1. Auditor’s certificate, more uniform and explicit.
2. A complete list of contributions publicly filed, available to 
all donors, whether it be printed and circulated or not.
3. Greater use of a central bureau for the information of con­
tributors.
Perhaps in time the trustees of our institutions will regard 
accountants’ certificates as vitally necessary to their treasurers’ 
statements. In time the contributors may become accustomed 
to look for and demand them. Then we shall have performed a 
valuable service to our community.
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